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ABSTRACT
This paper investigates the effects of 
internal migration by rural residents on the 
economic status of the migrants. The effect 
of a move is measured by the difference 
between an individual’s observed economic 
status, up to six years after the move, and 
the estimated economic status that the 
migrant would have experienced at that 
time, had the move not occurred. A 
comparative analysis of the mean changes 
in economic status of rural residents 
indicates that substantial benefits accrue to 
rural-to-urban movers relative to stayers 
and that the benefits associated with 
moving are not transitory. Such benefits are 
not observed for rural-to-rural movers. The 
benefits of rural-to-urban migration are 
observed even after controlling for 
individual characteristics and geographic 
attributes of the regions of origin and 
destination. However, changes in economic 
status exhibit considerable variability so 
that our analysis also suggests that, while 
some rural-to-urban migrants benefit greatly 
from a move, others experience a 
considerable reduction in economic status.
1. INTRODUCTION
Over three decades ago Michael Harrington described the plight 
of farmers and agricultural laborers who had left rural areas of 
the United States and moved to urban locations (1962, Chapter 
5, pp.96-100). With low levels of human, physical and financial 
capital these rural-to-urban migrants had exchanged the poverty 
of the countryside for poverty in the towns and cities to which 
they had moved. Despite Harrington's dismal portrait and the 
continual relative decline in the U.S. rural population/ little 
research has been done on the efficacy of moving from rural to 
urban areas as a mechanism for improving economic status.
The primary goal of this study is to analyze the economic 
impact of rural-to-urban migration on the migrants, although our 
migrants are not restricted to Harrington's farmers and 
agricultural laborers. Specifically, we seek answers to two 
questions:
1. How does rural-to-urban migration affect the economic 
situation of individual migrants?
2. What factors specific to migrants have a bearing on the 
economic effect of a rural-to-urban move?
In seeking answers to these questions we explore a number of 
related issues including: the extent to which the economic effects 
of rural-to-urban migration are permanent or transitory; the effect 
of multiple moves on the economic situation of rural-to-urban 
migrants; and the differences in economic experience of rural-to- 
urban migrants and rural-to-rural migrants.
The rest of the paper is arranged as follows. In Section 2 we 
briefly review previous research on the causes and consequences 
of migration. Section 3 describes the data set and the conventions
1
that are used in our analysis. The results of our analysis are 
presented in Sections 4, 5 and 6 . Section 4 describes the mean 
effects of rural-to-urban migration up to six years after a move; it 
also describes the variation among migrants in the effects of 
moving. In Section 5 we discuss measurements of the effects of a 
rural-to-urban move, after controlling for various characteristics 
of the individuals concerned as well as for changes in occupation 
and employment conditions that may occur concurrent with a 
move. Section 6  presents the results of a test for self-selection in 
the decision to migrate. Finally, in Section 7 we present our 
conclusions.
2. PREVIOUS RESEARCH
The literature on the economics of migration is voluminous. Part 
of it deals with international labor movements and is surveyed in 
a recent article by Borjas (1994). Part of it deals with internal 
migration, either within the context of industrialized countries 
such as the United States (see Greenwood, 1975 and 1985 for 
surveys) or in the context of less developed countries (see Stark 
and Bloom, 1985; Todaro, 1976 for discussions). Some of these 
studies focus on the causes of migration, others on the effects of 
emigration on the country or region of origin, still others on the 
effects of immigration on the country or region of destination.
Two approaches are used to model geographic mobility. On 
the one hand, regional economists usually model geographic 
mobility and changes in (equilibrium) earnings as joint responses 
to changes in demand for, or supply of, location-specific 
amenities such as climate and environmental conditions, public 
goods, etc. Equilibrium earnings may differ across regions in 
compensation for differing availability of such location-specific 
amenities. In these studies net migration rates (or flows) among 
regions are regressed on regional characteristics. Examples include
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Bowles, 1970; Mundlak, 1978; Mundlak and Strauss, 1978; 
Collier and Green, 1978; Sommers, 1981; Suits, 1985; Barkley, 
1990; Treyz et ah, 1993. Since they are based on data that refer to 
aggregates of individuals, studies of this nature are incapable of 
taking into account the influence of life-cycle characteristics of 
individuals and their families on the probability of migration and 
on the consequences of migration should it occur.
Labor economists, on the other hand, typically model 
migration as a direct response to earnings differentials arising 
from disequilibria across spatially separated labor markets. Thus, 
earnings differentials cause migration and migration in turn 
reduces those earnings differentials until equilibrium is restored. 
These studies model the behavior of the individual and take into 
account the effect of life-cycle factors on the decision to migrate. 
The increasing availability of cross-section micro-level data, 
combined with the development of econometric techniques for 
estimating models with endogenous dummy variables, have 
allowed the simultaneous modeling of the individual's decision to 
migrate and the earnings equations of migrants and nonmigrants 
(for example, Nakosteen and Zimmer, 1980; Borjas, 1987; Jones, 
1992). Studies of the latter type attempt to correct for self­
selection bias associated with the decision to migrate.
The consequences of migration have received much less 
attention than the causes (Greenwood, 1985, pp. 526). Sjaastad 
(1962) modeled migration as investment in human capital and 
considered the efficacy of migration in equalizing inter-regional 
earnings of comparable workers. Harris (1981) investigated the 
effect of migration on the individual's income within a regression 
framework with controls for the occupation of the migrant, the 
opportunity structure of the region of destination and various 
factors thought to be related to migrant selectivity. The only gains 
identified were those associated with migrating from low-wage to 
high-wage areas and from high-unemployment to low-
3
unemployment areas.
It appears that no study has used panel data on individuals 
explicitly to analyze the effects of rural-to-urban migration within 
the United States. Yet panel data on individuals allow better 
control than cross-section data of unobserved variables that 
affect earnings and are correlated with the decision to migrate 
(Stark and Bloom, 1985, p. 177). Panel data can also take better 
account than cross-section data of 'cohort effects' (Borjas, 1994, 
pp.1672-1673) and the tendency of the least successful migrants 
to either return home or emigrate to yet another region. It is in this 
area that the current study seeks to contribute.
3. DATA, D EFIN ITIO N S AND M EASUREM ENT
The data used in this study come from the 1968-89 Panel Study 
of Income Dynamics (PSID), conducted by the Survey Research 
Center (SRC) of the University of Michigan (see Morgan et al., 
1992). The 1968-89 PSID files contain panel data on 19,599 
persons living in 7,114 family units2 who were interviewed in 
1989, and another 18,872 persons who were members of family 
units interviewed prior to 1989 but who had become 'non- 
response' by 1989. People who were members, or are direct 
descendants of members, of the original family units who were 
interviewed in 1968 are referred to as 'sample members'. Other 
people who have joined the family units of sample members are 
called 'nonsample members'. When appropriate weighting 
procedures are applied, sample members are representative of the 
United States population (except for foreign immigration) since 
1968.
The empirical analysis in this paper is restricted to male 
sample members who, for each of at least four consecutive years 
between 1969 and 1 9 8 8 :3 (a) lived in one of the 48 contiguous 
United States or the District of Columbia;4 (b) headed family
4
units; (c) lived in those family units rather than in institutions; (d) 
were between 24 and 65 years of age; (e) were in the work force; 
and (f) reported valid data on earnings, wage rates, income and 
work hours. 4,033 people in the PSID satisfied all of these 
requirements. Female sample members were excluded from the 
analysis for the following reasons: (i) females' labor-market 
behavior and experiences tend to be different from, and more 
variable than, those of males and therefore would need to be 
analyzed separately; (ii) the PSID arbitrarily declares the family- 
unit head to be the male, if one is present, and collects more 
information on the head than on other members of the family unit; 
and (iii) as a consequence of (ii) there are insufficient female 
heads of family units for a separate analysis of rural-to-urban 
migration to be undertaken.
In this study, migration is defined as a movement from one 
county to another; intra-county moves are not regarded as 
migration. The effect of a move in year t is defined as the 
difference between the actual economic status of the migrant in 
year t+T and the estimated economic status of the migrant in year 
t+T, had he not moved. We call this difference the 'counter- 
factual economic difference' (CFED) associated with an inter­
county move.
Our analysis requires measures of the change in economic 
status coincident with a move. This in turn requires that we can 
identify when moves occur. The SRC conducts PSID interviews in 
the spring of each year. If a respondent reports in year t that he 
has moved since the previous spring then there are two 
possibilities as to when the move actually took place: (a) during 
year t-1 but after the interview in year t-1, or (b) during year t but 
prior to the interview in year t. Since the variables required to 
measure a change of economic status are recorded in the PSID on 
a calendar-year basis, those that apply to years t-1 and t could 
be a mixture of pre-move and post-move data. To avoid this
5
problem, pre-move years are defined as t-2 and earlier. Post­
move years are defined as t+1 and later. Hence, a minimum of 
four consecutive years is required to measure the change in 
economic status coincident with a move.
Changes in economic status were computed according to the 
following methodology.5 We observed whether or not an 
individual moved in each of a series of 'base years' and 
calculated the percentage change in economic status of both 
migrants and nonmigrants from the period prior to the base year 
to a subsequent period. In the context of the preceding discussion, 
year t is the base year, year t-2  is the period prior to the base 
year, and year t+T, where T =1, 2, ... is the period subsequent to 
the base year. As T is increased changes in economic status are 
computed over successively longer time periods. The larger is T 
the fewer the number of base years observable. With T=1 base 
years range from 1971 through 1987. With T=10 base years range 
from 1971 through 1978.
Each of the 4,033 people we chose to analyze were examined 
in each base year and those with complete data in a sequence of 
years, the third of which was the base year, were identified . 6 A 
complete set of observations for years (t-2, t-1, t, t+1, ... ,t+T) for 
a given individual is referred to as a 'case' and it is these cases 
that constitute our basic data set. Note that the same person may 
contribute several cases to the data set.7
Each case was examined to determine whether a move took 
place. For the purpose of this study a case was classified as a 
'move' if the individual concerned reported in the base year, t, 
that he had moved since the previous interview and if his state- 
and-county residential codes were different in years t and t-2 . 
The remaining cases were divided into two mutually exclusive 
and collectively exhaustive sets: 'nonmoves' are cases associated 
with people who did not move in year t but who moved in some 
other year; 'stays' are cases associated with people who did not
6
move in any year that we observed.
Moves in a given base year, t, were classified as urban-to- 
rural, rural-to-urban, urban-to-urban or rural-to-rural according to 
the degree of urbanicity of the counties of residence in years t-2  
and t+T respectively. Nonmoves and stays in a given base year, t, 
were classified as urban or rural according to the degree of 
urbanicity of the county of residence in year t. For the purpose of 
this study, counties with 'Beale urbanicity codes'8 between 01 and
04 inclusive were defined as urban and counties with Beale 
urbanicity codes between 05 and 10 inclusive were defined as 
rural. This classification is far from perfect. Ideally we would 
have liked to classify as "urban" any county the residents of 
which could participate readily in an urban labor market. So 
geographical proximity (based on expected commute times, for 
example) to urban areas would be a preferred classification 
criterion. However, the geographical data available in the PSID 
does not allow proximity to urban labor markets to be estimated 
easily. In order to ensure a reasonable number of rural residents in 
the study an arbitrary, though considered, decision was made to 
designate as "urban" all counties that overlap with metropolitan 
regions and to designate as "rural" counties that have no area in 
common with a metropolitan region. This means that counties 
with Beale codes of 5 and 7, which are contiguous with 
metropolitan areas, are classified as "rural" in this study.
This paper analyzes rural-to-urban moves, rural-to-rural 
moves and rural stays. Rural stays provide a constant standard 
to which different cohorts of rural emigrants can be compared. 
Rural nonmoves are not used as a control group because, unlike 
rural stays, they are contributed by people who are movers in 
other time periods. The numbers of cases in these four categories 
are given in columns one through four of Table 1, with values of T 
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able to observe 4,207 rural stays, 189 rural-to-urban moves, 177 
rural-to-rural moves, and 3,928 rural nonmoves.
We have already discussed the reasons for using year t-2 as 
the pre-move period and years t+1, t+2, ... t+T as the post-move 
period. Multiple moves further complicate the problem of 
measuring the change in economic status associated with a move 
in year t. For example, a move in years t+T or t+T+1 casts doubt 
on the validity of using data for year t+T to measure post-move 
economic status. Similarly, a move in years t-1 or t-2 suggests 
that data for year t-2  may not provide a good measure of pre­
move economic status.
To deal with these problems, yet retain a sufficiently large 
number of cases for meaningful analysis, we constructed two 
'cleaner' data sets for the movers. First, we eliminated cases 
where a move took place either in year t-2 or in year t+T. Moves 
in these years 'contaminate' data used in calculating the 
percentage change in economic status from year t-2 to year t+T. 
This left us with a set of 'uncontaminated' moves, the numbers of 
which appear in columns five and six of Table 1. Finally, in an 
effort to isolate the effect of any move that occurred in year t 
from moves that occurred in subsequent years we eliminated 
additional cases where a move took place in any of the years t+ 1 , 
t+2, .... t+T-1. This left us with a set of 'uncontaminated 
permanent' moves (see columns seven and eight of Table 1). The 
larger the value of T, the smaller the number of cases available for 
analysis, particularly 'uncontaminated permanent' cases. For this 
reason we decided not to attempt to draw any conclusions for 
values of T larger than six.
9
4. CHANGES IN ECONOMIC STATUS OF RURAL 
EMIGRANTS
This section describes the changes in economic status of rural 
emigrants over time periods that span a move to an urban 
location. We employ four measures of economic status: (i) the 
real9 annual earnings of the individual, (ii) the real hourly wage of 
the individual, (iii) the real annual income of the family unit 
headed by the individual, and (iv) the annual number of hours 
worked by the individual. Let Y denote economic status, as 
measured by any one of these four variables.
The effect of a rural-to-urban move in year t, defined 
previously as the CFED in year t+T, is measured by 
log — log , where log is the logarithm of the 
economic status of the mover in the urban location in year t+T 
and log Y™̂  is the logarithm of the economic status of the mover,
had he stayed in the rural location in year t+T. The problem is 
that the latter term is unobservable. However, the CFED in year 
t+T can be written:




The first bracketed term on the right hand side of equation (1 ) 
is the percentage change in economic status of a rural-to-urban 
mover between years t-2 and t+T. This is observable. The second 
bracketed term is the percentage change in the economic status of
10
a mover between years t-2 and t+T, had he stayed in the rural 
location. This term cannot be observed but, on the assumption 
that rural-to-urban movers constitute a random sample of rural 
residents,10 it can be estimated by the observed percentage change 
in the economic status between years t-2 and t+T, of someone (a 
stayer, denoted by s) who remained in a rural location throughout 
the entire study. Hence, the CFED in year t+T is estimated as:
log Y *  -  log 1$  = [ log r *  -  log Y"X I -
[ log r * T -  log r *  ] (2 )
With this estimate of the effect of a rural-to-urban move, we 
proceed to compare the observed change in economic status of 
rural-to-urban migrants from year t-2 to year t+T (the first 
bracketed term on the right hand side of Equation (2)) with that 
of rural stayers over the same time period (the second bracketed 
term on the right hand side of Equation (2)).
Percentage changes11 in all four measures of economic status 
were computed for rural-to-urban moves, rural-to-rural moves, 
and rural stays using the cases enumerated in Table 1. 
Computations employed PSID individual weights for the base 
year. Table 2 presents the mean percentage changes in the four 
measures of economic status, with T equal to one through six.
Perhaps the most striking feature of Table 2 is that rural-to- 
urban moves, on average, were accompanied by a substantial 
increase in economic status. From the 'uncontaminated 
permanent' rural-to-urban moves (column 6 ) and the rural stays 
(column 1), we see that one year after the base year, real annual 
earnings of rural-to-urban movers had increased by an average of 
18.5 percent, compared with a decrease of 4.7 percent for rural 
stayers; real wage rates of rural-to-urban movers had increased
11
by 16.0 percent, on average, compared with 1.6  percent for rural 
stayers; and real family-unit incomes of rural-to-urban movers 
had increased by 20.4 percent, on average, compared with 2.6 
percent for rural stayers .12 Annual hours worked by rural-to- 
urban movers had increased by 3.2 percent, on average, one year 
after the base year compared with a decrease of 5.2 percent for 
rural stayers. The difference between columns 1 and 6 is the 
estimated CFED. If it is assumed that rural-to-urban movers, had 
they not migrated, would have had the same change in economic 
status as rural stayers then the estimated CFED measures the 
mean effect of migration.
The results reported in columns 1 and 6 of Table 2 also 
indicate that the beneficial effects of rural-to-urban moves are 
permanent, not transitory. In the second through sixth years 
following a move, real annual earnings of rural-to-urban movers 
remained between 9.6 and 23.8 percent above their pre-base-year 
levels while those of rural stayers were from 5.7 to 11.1 percent 
below pre-base-year levels. Real wage rates of rural-to-urban 
movers persisted at levels from 7.2 percent to 25.5 percent higher 
than pre-base-year levels whereas rural stayers experienced 
increases from only 1.7 percent to 2.4 percent. On average, real 
family-unit incomes of rural-to-urban movers increased over pre- 
base-year levels by 17.8 percent to 35.0 percent, compared with 
2.8 percent to 3.7 percent for rural stayers. Presumably the 
differences between parts (i) and (iii) of Table 2 are the result of 
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Compared with rural-to-urban movers/ it is interesting to note 
that the experiences of rural-to-rural movers (see column 7) were 
more similar to those of rural stayers, except for hours worked. 
Like those of rural stayers, real earnings of rural-to-rural movers 
decreased in the six years following a move. Real wage rates of 
rural-to-rural movers decreased, on average, whereas those of 
rural stayers increased slightly. Mean family-unit real income of 
rural-to-rural movers changed by amounts comparable to those of 
rural stayers in the first five years following the base year.
Some indication of the effect of multiple moves can be gauged 
by comparing the results obtained from the three data sets: 'all' 
cases, 'uncontaminated' cases and 'uncontaminated permanent' 
cases. If multiple moves are associated with efficient spatial 
allocation of human resources then larger increases in economic 
status are expected from data sets that include cases involving 
multiple moves (namely, 'all' cases). On the other hand, if 
multiple moves are symptomatic of poor job matches due to 
imperfect information about the human capital of the worker and 
the characteristics of the job then larger increases in economic 
status are expected from the data sets that exclude cases 
involving multiple moves (namely, 'uncontaminated, permanent' 
cases).
There is little evidence in Table 2 that multiple moves have any 
effect on the CFED associated with a move. For any one of the 
four measures of economic status and for any value of T, a 
comparison of columns (2), (4) and (6 ) of Table 2 reveals no 
systematic relationship between the change in economic status 
associated with rural-to-urban moves and the presence of 
multiple moves. The results for rural-to-rural moves suggest the 
possibility that multiple moves are associated with larger 
increases, or at least smaller decreases, in economic status (see 
columns (3), (5) and (7) of Table 2).
The results in Table 2 present a prima facie case that moving
15
from a rural to an urban location is likely to be permanently 
beneficial. But Table 2 gives average changes, and averages can be 
deceptive when the variation around them is large. The variability 
of the change in economic status of movers and stayers can be 
gauged from an examination of the first, second and third 
quartiles of the variables, the means of which are presented in 
Table 2. To illustrate, Table 3 presents these quartiles for the 
percentage change over various time intervals in the real annual 
earnings for rural stays, rural-to-urban moves ('uncontaminated 
permanent') and rural-to-rural moves ('uncontaminated 
permanent') .14
The interquartile ranges implicit in Table 3 are strong evidence 
of considerable within group variability. For example, for T=3, 
the median real-annual-earnings change of rural stays was 0 .1  
percent, whereas real annual earnings fell by at least 25.9 percent 
in one fourth of rural stays and rose by at least 2 1 .6  percent in 
another fourth. For rural-to-urban moves, the median real-annual- 
earnings change was 19.2 percent, while real annual earnings fell 
by at least 6.2  percent in one fourth of rural-to-urban moves and 
rose by at least 37.6 percent in another fourth. The median real- 
annual-earnings change of rural-to-rural moves was -0.6  percent, 
while real annual earnings fell by at least 36.1 percent in one 
fourth of rural-to-rural moves and rose by at least 30.4 percent in 
another fourth. The rates of change in the real wage of the 
individual, in the real income of the family unit and in work hours 
of the individual were found to be similarly widely dispersed.
The quartiles in Table 3 show that the distributions of change 
in real annual income of rural-to-urban movers lie (with some 
overlap) to the right of those of rural stayers. This is consistent 
with the hypothesis that rural-to-urban migration is beneficial to 
the migrant. All distributions associated with rural-to-rural 
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that observed differences in the means of the measures 
considered are unlikely to be significantly different. This is 
consistent with the hypothesis that rural-to-rural migration is not 
beneficial to the migrant.
Some of the observed variation within and among moves and 
stays might be explained by attributes of the individual, or by 
characteristics of the regions of origin and destination. In the next 
sections of the paper we attempt to determine whether or not this 
is so.
5. THE EFFECT OF M IGRATIO N  ON ECONOM IC STATUS
In this section we use a methodology that recognizes that factors 
associated with migration (such as the migrant's labor- 
market characteristics) are not the same for all individuals. The 
analysis is based on three consistent findings of the labor 
economics literature, namely that, ceteris paribus, (a) younger 
people tend to experience higher rates of growth in their earnings 
than older people, (b) more educated people tend to experience 
higher rates of growth in their earnings than less educated people, 
and (c) white males experience higher rates of growth in their 
earnings than minority males. If the rural-to-urban moves in our 
data sets are made by younger, better educated, and 
disproportionately white males compared with rural stays, then 
the observed differential change in economic status of the two 
groups may be attributable to age, human capital, and race 
differences, rather than to the move itself. In the analysis that 
follows, these factors are held constant when estimating the effect 
of rural emigration.
Our analysis is also consistent with the regional economics 
literature, which has found that individuals are motivated to 
move when economic conditions are more favorable in the region 
of destination than in the region of origin. Improved economic
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conditions are likely to result in improved economic status of the 
movers. However, stayers may also experience changing economic 
conditions over the time period considered and their economic 
status is likely to be similarly affected. Thus, we control for 
changing employment conditions by using a control variable equal 
to the unemployment rate in the region of residence in year t+T 
minus the unemployment rate in the region of residence in year t- 
2 .
Moves may be accompanied by a change of occupation and 
this in turn may lead to a change in economic status. However, 
stayers may also change their occupations between years t-2  and 
t+T, with subsequent changes to their economic status. We 
control for occupational change by including a dummy variable 
equal to one if the individual enters a professional occupation 
between years t-2 and t+T (zero otherwise).
The analysis is conducted using six regression models for each 
measure of economic status, one for each value of T 
(T=1,2,3,4,5,6 ). All models are of the form:
AY t - 2 , t + T  = a  + Xt(3 + AXt_2,t+T0 + B t8 
+ YiDUMMYRUt + y2DUMMYRRt + et (3)
where AYt-2,t+T is the percentage change in economic status 
between years t-2 and t+T, Xt is a vector of personal or regional 
attributes in the base year, AXt.2,t+T is a vector of changes in 
personal or regional attributes between years t-2 and t+T, B t is a 
vector of dummy variables equal to one in the base year (zero 
otherwise), DUMMYRUt equals one if a rural-to-urban move occurs 
in year t (zero otherwise), and DUMMYRRt equals one if a rural-to- 
rural move occurs in year t (zero otherwise). The coefficients of 
DUMMYRUt and DUMMYRRt estimate the CFED resulting from a
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rural-to-urban and rural-to-rural move, respectively, and, if 
positive and significant, signal that moving is beneficial to the 
migrant.15
Standard errors of all regressions in this paper have been 
computed using White's consistent estimator, which accounts for 
the presence of heteroskedasticity (see Greene, 1992, chapter 26).
16 All results were obtained using PSID individual weights for the 
base year and our 'cleanest' data set, which is comprised of rural 
stays and 'uncontaminated permanent' moves.17 Base years range 
from 1972 through 1987. Occupational change is not included in 
this first set of regressions because occupations of PSID 
respondents have only been recorded on a consistent annual basis 
since 1981.
The effect of moving to an urban location, which is measured 
by the coefficient of the dummy variable, DUMMYRUt, is 
summarized in Table 4. The values of this coefficient are highly 
statistically significant in all the regression equations except those 
modeling the percentage change in annual hours worked. The 
percentage changes in the real annual earnings of a rural-to-urban 
mover in the six years following a move were found to be 15, 16, 
27, 21, 30 and 29 percentage points higher than those of a rural 
stayer. For a rural-to-urban mover, the percentage changes in his 
real wage in the six years following a move were found to be 14, 
8, 17, 22, 21 and 27 percentage points higher than those of a rural 
stayer. The percentage changes in the real annual income of the 
family unit of a rural-to-urban mover were found to be 12, 11, 19, 
20, 26 and 23 percentage points higher than those of a rural 
stayer in the six years following a move. These large and 
persistent CFEDs cannot be explained by the age, race or 
educational qualifications of the movers. Nor can they be 
explained by the differential unemployment rate in the origin and 
destination regions. There is no statistical evidence that rural-to- 
urban movers work more, nor less, than rural stayers.
20
Table 4
Regression Coefficients (P-Values Below) (t=1972 to 1987)
T=1 T=2 T=3 T=4 T=5 T=6
(i) DEPENDENT VARIABLE: % Change in Real Annual Earnings of the Individual
DUMMYRU 15.3420 16.2850 26.8280 21.3040 29.5850 28.8540
0.0008 0.0088 0.0000 0.0096 0.0001 0.0002
DUMMYRR -7.3326 -11.488 -3.3968 -10.9470 -12.1910 -8.6814
0.2398 0.0563 0.6345 0.1931 0.1738 0.3592
(ii) DEPENDENT VARIABLE: % Change in Real Wage of the Individual
DUMMYRU 14.0570 8.4049 17.3770 21.5370 21.0700 27.2640
0.0002 0.0745 0.0006 0.0004 0.0029 0.0002
DUMMYRR -7.8048 -13.8090 -21.8080 -12.3640 -20.0240 -20.4980
0.1898 0.0396 0.0106 0.1207 0.0216 0.0456
(iii) DEPENDENT VARIABLE: % Change in Real Annual Income of the Family Unit
DUMMYRU 11.5800 10.6710 18.8450 19.9600 26.0980 23.4240
0.0067 0.0363 0.0009 0.0018 0.0002 0.0003
DUMMYRR -1.6824 -5.6959 -9.7460 -4.1689 -5.4503 -17.3450
0.7320 0.3661 0.2511 0.5570 0.5114 0.0608
(iv) DEPENDENT VARIABLE: % Change in Work Hours of the Individual
DUMMYRU 0.7388 4.8876 5.7938 -0.9714 5.6439 -1.7009
0.8042 0.2118 0.1542 0.8675 0.0815 0.6837
DUMMYRR -0.7516 1.2658 15.0260 -0.6343 6.7697 12.2600
0.8825 0.8293 0.0041 0.9412 0.1723 0.0793
Notes: Control variables are age, race, education, economic status in year t-2, and 
the differential unemployment rate between years t-2 and t+T. The coefficients on 
age and education are significant and have the expected signs. Race and the 
differential unemployment rate are both nonsignificant except in the equations 
modeling the percentage change in hours worked. Economic status in year t-2 is 
negative and highly significant in all regressions. The analysis was performed 
using LIMDEP (Greene, 1992).
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The effect of moving to another rural location, which is 
measured by the coefficient of the dummy variable, DUMMYRRt, 
also appears in Table 4. This coefficient is consistently negative 
but is statistically significant in only a few of the regression 
equations that we estimated. Thus we have found no evidence 
that rural-to-rural migration is associated with a positive CFED. 
In fact, there is weak evidence that such moves are associated 
with a negative CFED.
Finally, we investigate whether the favorable effects of moving 
to an urban location can be attributed to a change in occupation. 
This was done by adding to the regression model a dummy 
variable, equal to one if the individual enters a professional 
occupation in the time interval from t-2 to t+T (zero otherwise) .18 
The coefficients of DUMMYRUt and DUMMYRRt are extracted into 
Table 5. The effect of including occupation is to lower the 
statistical significance of the coefficients of DUMMYRUt. This 
suggests that part of the beneficial effect of moving to an urban 
location can be attributed to a joining a professional, and 
presumably better paying, occupation.
6. SELF-SELECTION IN THE DECISION TO MIGRATE
The previous analyses were based on the assumption that rural- 
to-urban movers, had they not migrated, would have experienced 
the same change in economic status as rural stayers. But migrants 
may be different from nonmigrants in some unobservable way 
that is related to their relative and absolute earning capacities in 
both the origin and destination regions. If so, migrants do not 
constitute a random sample of rural residents. There are two 
implications of this possibility: (a) the post-migration status of 
movers may not be applicable to stayers had the latter migrated; 
and (b) the status of stayers may not be indicative of that of
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Table 5 
Test of Efficacy of Moving 
(Control for Occupational Change)
Regression Coefficients (P-Values Below) (t=1983 to 1987)
T=1 T=2 T=3 T=4
(i) DEPENDENT VARIABLE: % Change in Real Annual Earnings of the Individual
DUMMYRU 19.7480 9.5741 29.5410 12.3560
0.0117 0.3919 0.0575 0.3867
DUMMYRR 15.1860 6.1368 9.2784 3.4399
0.0125 0.4334 0.4999 0.7188
(ii) DEPENDENT VARIABLE: % Change in Real Wage of the Individual
DUMMYRU 14.4570 -0.9653 15.7850 14.5960
0.0350 0.9186 0.2655 0.2816
DUMMYRR 8.2514 -12.4560 -5.6659 -2.6642
0.1387 0.1272 0.7625 0.8021
(iii) DEPENDENT VARIABLE: % Change in Real Annual Income of the Family Unit
DUMMYRU 14.8880 11.6060 35.2100 22.8550
0.0402 0.2867 0.0300 0.1566
DUMMYRR -3.3594 -1.1517 -21.3330 -6.0481
0.6349 0.9074 0.1309 0.4808
(iv) DEPENDENT VARIABLE: % Change in Work Hours of the Individual
DUMMYRU 3.7026 6.6176 5.9636 3.6427
0.4592 0.2333 0.1215 0.4819
DUMMYRR 4.4742 17.6000 7.3795 -1.5801
0.4130 0.0264 0.5037 0.8209
23
movers, had the latter not migrated. It is the second of these two 
phenomena that casts doubt upon the results of our previous 
analyses.
This section presents the results of tests for heterogeneity 
among movers and stayers. Our tests are similar to those of Ruhm 
(1987) and Gabriel and Schmitz (1995) in that they are based on 
the assumption that if movers do indeed possess unobservable 
traits that influence their rate of change of economic status 
relative to stayers then this will be reflected in that rate of change 
prior to moving.
In Test #1 it is assumed that there is heterogeneity between 
movers and stayers which is not directly observable but which is 
indicated by differential changes in economic status any time 
before a move takes place. In order to observe the maximum 
number of 'ever movers', and to make best use of the education 
data available in the PSID, we compare the change in economic 
status of the two groups over the earliest possible interval, which 
is 1969- 1970 in our data set. The comparison is performed using 
the following human-capital regression model:
% AY1 9 6 9 -7 0  = o t  + X1970 (3 + y D U M M Y M V 72-87 +  £ 1 9 6 9 -7 0  ( 4)
where %AYi969_7o is the percentage change in economic status 
between 1969 and 1970, X1970 is a vector of personal attributes in 
1970 that are statistical determinants of economic status, and 
DUMMYMV72-87 equals one if one or more moves occur in 1972 
through 1987 (zero otherwise). Since many movers make more 
than one move and the destination region is not consistently rural 
or urban, no distinction is made between rural-to-urban and 
rural-to-rural movers. The migration dummy proxies unobservable 
traits of movers. Its coefficient, if significant, is evidence of 
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The regressions used PSID individual weights for 1972 and, to 
ensure that moves did not occur in 1970, the regressions were 
based on uncontaminated cases. The coefficient of DUMMYMV72.87 
is given in the top section of Table 6 . It is not significant at the 
five percent level in any of the regressions. Thus there is no 
evidence that movers, prior to moving, experienced higher rates of 
growth in their economic status than rural stayers.19
Test #2 is based upon the assumption that there is 
heterogeneity between movers and stayers which is not directly 
observable but is indicated by differential changes in economic 
status just prior to a move. Thus, we compare the change in 
economic status from year t-3 to t-2 of those who migrate in year 
t w ith that of stayers, and we let t vary from 1972 through 1987. 
The human-capital regression model used to perform this test is:
%AYt.3(t-2 = a  + X t-2 p + B t8 + yiDUMMYRUt +
Y2DUMMYRRt + et.2 (5)
where %AYt_3/t_2 is the percentage change in economic status from 
year t-3 to year t-2 , X t_2 is a vector of personal attributes in year 
t-2 that are statistical determinants of economic status, B t is a 
vector of dummy variables equal to one in year t (zero otherwise), 
DUMMYRUt equals one if a rural-to-urban move occurs in year t 
(zero otherwise), and DUMMYRRt equals one if a rural-to-rural 
move occurs in year t (zero otherwise). The two migration 
dummies proxy unobservable traits of movers. The coefficients of 
these dummies, if significant, indicate the presence of self­
selection in the decision to move.
All results were obtained using PSID individual weights for 
year t. To ensure that moves did not occur in year t-2 the analysis
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was based on uncontaminated cases. The coefficients of 
DUMMYRUt and DUMMYRRt are given in the bottom section of 
Table 6 . 20 They are nonsignificant at the five percent level in the 
first three equations. Thus there is no evidence that movers, prior 
to moving, experienced higher rates of growth in their earnings, 
wage rates, or family-unit incomes than rural stayers. In the 
equation that explains the percentage change in annual hours 
worked by the individual there is weak statistical evidence that 
the percentage change in annual hours worked by rural-to-urban 
movers just prior to the move is 5.4 points below that of rural 
stayers of the same age, race and education level. There is also 
weak evidence that the percentage change in annual hours worked 
by rural-to-rural movers just prior to the move is about 6.9 points 
below that of rural stayers of the same age, race and education 
level. This suggests that increased unemployment might precede a 
move for at least some of the movers.
Since there is no strong evidence that the rate of growth in 
economic status of rural stayers differs from that of rural movers 
prior to their move it seems unlikely that there is serious bias in 
the results obtained in Section 5 of this paper.
7. SUMMARY AND CONCLUSIONS
In this paper we have investigated the effect of rural-to-urban 
and rural-to-rural migration within the United States on economic 
status of the migrants. Economic status was measured in four 
ways: (a) real annual earnings of the individual, (b) real wage 
rates of the individual, (c) real annual income of the family-unit, 
and (d) annual hours worked by the individual. The analysis 
employed data extracted from the PSID, waves 1 through 22 and 
was restricted to male rural-household heads who were labor- 
force participants over specified time intervals, ranging from four 
through nine years between 1968 and 1989. The effect of a move
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was measured using the concept of the counter-factual difference 
between the observed economic status, T years after the move, 
and the estimated economic status that the migrant would have 
experienced at that time, had the move not occurred.
There are several issues which complicate the analysis. The 
most important are:
(a) The incidence of multiple moves, where the effect of 
one move is confounded by another move in close 
proximity.
(b) The existence of individual traits and location-specific 
factors that impinge upon the move and obfuscate its 
effect.
(c) The possibility that rural residents may be 
heterogeneous in some unobservable way that leads to 
self-selection in the decision to move or stay.
Within the limitations of the data we attempt to resolve the 
problems associated with these complexities.
First, a comparative analysis was undertaken of the mean 
changes in economic status of rural stayers and rural residents 
who moved in a base period, t. Changes are calculated between 
years t-2 and t+T, where T = l,2 , ... 6 . (A separate analysis was 
conducted of changes in economic status of migrants who made 
multiple moves during the interval considered.) The results 
indicate that substantial benefits accrue to rural-to-urban movers 
relative to stayers and that the benefits associated with moving 
are not transitory. Similar benefits were not observed for rural-to- 
rural movers.
On the assumption that movers, had they not moved, would 
have experienced the same change in economic status as stayers, 
the counter-factual effect of a rural-to-urban move is, on average,
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considerable. But changes in economic status exhibit considerable 
variability so that our analysis also suggests that, while some 
rural-to-urban migrants benefit greatly from a move, others 
experience a considerable reduction in economic status.
Using regression analysis, the effects of rural-to-urban and 
rural-to-rural migration were estimated while controlling for 
individual characteristics and geographic attributes of the regions 
of origin and destination. The regression coefficients that estimate 
the effect of the move were positive and statistically significant 
for rural-to-urban moves, while those for rural-to-rural moves 
were mostly negative and not statistically significant. The 
regression analysis included a variable for occupational change, 
which exhibited some explanatory power in terms of economic 
gains coincident with a move. Even so, with age, race, education, 
occupational change, and the differential unemployment rate 
between the region(s) of residence in years t-2 and t+T held 
constant, rural-to-urban migration accounted for in excess of 15 
percent improvement in counter-factual economic benefits.
We found little evidence of heterogeneity between rural stayers 
and rural movers. We conclude, therefore, that, while there is 
considerable variation among movers in the counter-factual 
economic effect of moving, there is statistically sound support for 
the hypothesis that, other things equal, rural-to-urban migration 
carries with it a substantial and likely improvement in the 
economic status of the migrants. Rural-to-rural migration is 
associated with no such gains.
This analysis has focused on movers. Our results are 
consistent with the hypothesis that, on average, movers are 
economically rational decision makers who choose to move in 
response to a perceived potential gain in economic status. Our 
measure of the estimated counter-factual economic difference is 
an attempt to model expected gains of movers. But what of 
stayers? Why do they not move? Our analysis provides no
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answers but raises many questions in this regard. Are the utility 
functions of stayers different from those of movers? For example, 
are stayers more risk averse? The substantial variation in changes 
in economic status of both movers and stayers may indicate that 
risk aversion is important in the non-migration decision. Using 
earning capacity we have found no convincing evidence of self­
selection in the decision to migrate, but further investigation of 
this may bear more fruit. More detailed modeling of the migration 
decision is required which accounts for more complexity than we 
have considered here. For example, the migration decision may be 
different among SI (single-income), DINK (double-income, no 
kids), and DISK (double-income, some kids) families.
* Support for this research was provided by the United States Department of 
Agriculture. We would like to thank Greg Duncan and Meriwether Jones for 
their helpful comments on an earlier draft of the paper.
NOTES
1 The percentage of the U.S. population residing in nonmetropolitan 
areas has declined from 37 percent in 1960 to 22.5 percent in 1990 
(US Department of Commerce, Statistical Abstract of the United  
States, 1991, Table 32) . In each year in the period 1984 through  
1992 more than 3 percent of the U.S. nonmetropolitan population 
migrated to metropolitan areas. These people accounted for about
12 percent of all inter-county migration. Of course, metropolitan-to- 
metropolitan migration accounts for most inter-county migration. 
(U.S. Department of Commerce, Current Population Reports, 
Geographic Mobility, 1985 through 1993).
2 A PSID family unit may consist of a single adult.
30
3 When this study commenced 1969 was the first year, and 1988 was 
the last year, for which full data were available in the PSID. 
Some PSID variables, including those that measure economic 
status, apply to the calendar year preceding that in which the  
interview was held. For example, 1988 real earnings were reported 
at the 1989 interview and were the most recent available.
4 In addition to being somewhat atypical of the United States, 
Alaska and Hawaii have experienced a number of changes in 
county boundaries since 1969 that make it difficult to identify  
rural-to-urban moves. For this reason Alaska and Hawaii were 
excluded from the analysis.
5 This methodology has been used to analyze occupational mobility 
(for example, Ruhm, 1987).
6 Not all individuals satisfy all our criteria in a given sequence of 
years. For example, those who became nonrespondents prior to 1989 
have missing data in recent years. Some of the 1989 respondents 
were too young (younger than 24) in earlier sequences of years while 
others were too old (older than 65) in later sequences of years.
7 The number of cases obtained for various combinations, (t,T), are 
given in Table 1 of the Appendix, which is available from the  
authors on request.
8 See Morgan et al., 1989, Wave XXII, Volume I, pp.410-411, for 
descriptions of Beale's rural-urban codes .
9 The consumer price index used to deflate nominal values in this  
study is the CPI-U-X1, which provides a consistent treatment of
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housing costs over the time period 1969-88 (U.S. Department of 
Commerce, Current Population Reports, Consumer Income, 1990).
10 This assumption is tested in Section 6.
11 The base used to calculate percentages was the average of the  
economic status measures in years t-2 and t+T.
12 Cost of living differences between rural and urban areas would 
reduce the apparent increase in economic status associated w ith  
rural-to-urban moves. Although the U.S. Department of Commerce, 
Bureau of the Census, began publishing a cost of living index w hich  
measures relative price levels for selected metropolitan areas, 
starting 1989 (see Statistical Abstract of the United States, 1990, 
Table 767), there is no index that measures relative price levels in 
rural and urban areas from 1969-88.
13 Parts (i) and (iii) of Table 2 are consistent with the known facts 
about individual earnings and incomes of families in the United 
States during the 1970s and 1980s.
14 The conclusions presented in the remainder of this section apply  
equally well to earnings, wages, family unit income and hours 
worked, calculated with 'all', 'uncontaminated' and 
'uncontaminated permanent' data sets. Quartiles for all four 
measures of economic status and all three data sets are given in 
Tables 2, 3 and 4 of the Appendix, which is available from the  
authors on request.
15 Full regression results are presented in Tables 5 through 8 in the  
Appendix, which is available from the authors on request.
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16 The standard errors that underlie our P-values do not take account 
of the fact that the PSID is a 'complex' sample, rather than a 
simple random sample. However, if our standard errors are  
doubled, a rough rule of thumb that has been suggested (Hill, 1992, 
pp.62-68), our conclusions do not change. Ideally, standard errors 
should be computed using the method of 'balanced repeated  
replications' (as in Rodgers and Rodgers, 1993) but with the  
relatively small sizes of our samples this procedure is infeasible.
17 The analysis was also conducted using the other two data sets, a ll  
cases and "uncontaminated" cases. The results are consistent w ith  
those reported in this section.
18 Full regression results appear in Tables 9 through 12 of the  
Appendix, which is available from the authors on request.
19 Full regression results appear in Table 13 of the Appendix, w hich  
is available from the authors on request. We also ran the regression 
with the dependent variable equal to (the log of) the level of 
economic status. Again, there was no evidence of a difference 
between movers and stayers. These results appear in Table 14 of the 
Appendix, which is available from the authors on request.
20 Full regression results appear in Table 15 of the Appendix, w hich  
is available from the authors on request. We also ran the regression 
with the dependent variable equal to (the log of) the level of 
economic status. Again, there was no evidence of a difference 
between movers and stayers. These results appear in Table 16 of the 
Appendix, which is available from the authors on request.
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